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DEPARTMENT OF COMMERCE

Patent and Trademark Office

37 CFR Parts 1, 11, 41, and 42
[Docket No. PTO-P-2018-0031]
RIN 0651-AD31

Setting and Adjusting Patent Fees
During Fiscal Year 2020

AGENCY: United States Patent and
Trademark Office, Department of
Commerce.

ACTION: Final rule.

SUMMARY: The United States Patent and
Trademark Office (Office or USPTO)
sets or adjusts patent fees as authorized
by the Leahy-Smith America Invents
Act (Act or AIA), as amended by the
Study of Underrepresented Classes
Chasing Engineering and Science
Success Act of 2018 (SUCCESS Act).
The USPTO is a business-like operation
where the demand for patent products
and services and the cost of operations
are affected by external factors, such as
the economy, legislation, court
decisions, and increases in the costs of
supplies and contract services, as well
as internal factors, such as changes in
patent examination processes and
procedures. The fee adjustments are
needed to provide the Office with a
sufficient amount of aggregate revenue
to recover the aggregate cost of patent
operations in future years (based on
assumptions and estimates found in the
FY 2021 Congressional Justification (FY
2021 Budget)) and to allow the Office to
continue progress toward achieving its
strategic goals.

DATES: This rule is effective on October
2, 2020, except for the amendment to
§1.16(u) in amendatory instruction 2i,
which is effective on January 1, 2022.
The changes to § 1.18(b)(1) shall apply
to those international design
applications under the Hague
Agreement having a date of
international registration on or after
October 2, 2020.

FOR FURTHER INFORMATION CONTACT:
Brendan Hourigan, Director of the Office
of Planning and Budget, by telephone at
(571) 272—-8966; or Dianne Buie,
Director, Forecasting and Analysis
Division, by telephone at (571) 272—
6301.

SUPPLEMENTARY INFORMATION:
I. Executive Summary
A. Purpose of This Action

The Office issues this Final Rule
under section 10 of the AIA (section 10),
Public Law 112-29, 125 Stat. 284, as

amended by Public Law 115-273, 132
Stat. 4158 (the SUCCESS Act), which
authorizes the director of the USPTO to
set or adjust by rule any patent fee
established, authorized, or charged
under title 35 of the United States Code
(U.S.C.) for any services performed, or
materials furnished, by the Office.
Section 10 prescribes that fees may be
set or adjusted only to recover the
aggregate estimated costs to the Office
for processing, activities, services, and
materials relating to patents, including
administrative costs of the Office with
respect to such patent fees. Section 10
authority includes flexibility to set
individual fees in a way that furthers
key policy factors, while taking into
account the cost of the respective
services. Section 10 also establishes
certain procedural requirements for
setting or adjusting fee regulations, such
as public hearings and input from the
Patent Public Advisory Committee
(PPAC) and congressional oversight.
The revenue and workload assumptions
in this Final Rule are based on the
assumptions and estimates found in the
FY 2021 Budget. However, projections
of aggregate revenues and costs are
based on point-in-time estimates, and
are subject to change. Notably, since the
FY 2021 Budget was published, fee
collections have been lower than
anticipated, due, in part, to fewer
application filings resulting from the
COVID-19 outbreak.

Although economic circumstances
have changed substantially since the FY
2021 Budget was developed, the USPTO
determined it remains the most
appropriate starting point for
developing this Final Rule. First, the
USPTO'’s projections of aggregate
revenues and costs are necessarily
estimates that can change substantially
from one point in time to the next due
to numerous factors outside the
USPTO’s control, including cyclical
economic changes or exogenous shocks,
such as COVID-19, changes in the laws
governing USPTO revenues or
expenditures, and other events.
Nevertheless, the USPTO has
historically used its most recent budget
assumptions when setting fees, because
they are the most recent complete
evaluation of the USPTO’s budget
expectations and requirements, and
provide assumptions for stakeholders to
use when formulating their comments.
Those projections were developed in
late calendar year 2019, prior to the
COVID-19 outbreak, and assumed
continuing stable economic growth, not
the sharp economic downturn and
rebound of 2020.

The FY 2021 Budget was developed
based on the assumptions that real GDP

would grow around 2.2 percent in FY
2020 and 1.9 percent in FY 2021. The
USPTO appreciates that revenue
estimates based on those assumptions
may be higher than what will ultimately
be collected.

The USPTO has considered the state
of the U.S. economy, the operational
needs of the agency, and the comments
and advice received from the public
during the 60-day comment period. The
USPTO has made adjustments to the
timing of the Final Rule based on all of
these considerations, specifically delay
publishing the Final Rule from April
with a July effective date to August with
an October effective date. This approach
is consistent with the USPTO’s many
other efforts to provide various types of
relief to stakeholders, including
deadline extensions and fee
postponements. Ultimately, the goal of
the USPTO is to ensure not only that
businesses and entrepreneurs can
weather the economic downturn, but
that they can hit the ground running as
it passes.

B. Summary of Provisions Impacted by
This Action

Consistent with federal fee setting
standards, the Office conducted a
biennial review of fees, costs, and
revenues that began in 2017 and
concluded that fee adjustments are
necessary to provide the resources
needed to improve patent operations,
including implementing the USPTO
2018-2022 Strategic Plan (Strategic
Plan). As a result, the 296 fees set or
adjusted in this rule align directly with
the Office’s strategic goals and four key
fee setting policy factors, discussed in
detail in Part III: Rulemaking Goals and
Strategies.

The assumptions and estimates found
in the FY 2021 Budget show that the fee
schedule in this rule will recover the
aggregate estimated costs of patent
operations, including achieving the
Office’s strategic goals as detailed in the
Strategic Plan, available at:
www.uspto.gov/strategicplan. The
Strategic Plan defines the USPTO’s
mission, vision, and long-term goals and
presents the actions the Office will take
to realize those goals. This fee setting
rule supports the patent-related strategic
goal to optimize patent quality and
timeliness, which includes optimizing
patent application pendency and
examination time frames, issuing highly
reliable patents, fostering innovation
through business effectiveness, and
enhancing the operations of the Patent
Trial and Appeal Board (PTAB or
Board). To the extent that the aggregate
revenue generated by this rule will be
used to pay for all patent-related costs
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of the USPTO, this rule also supports
the USPTO’s goal to provide domestic
and global leadership to improve
intellectual property (IP) policy
protection and enforcement, as well as
the mission support goal to deliver
organizational excellence, which
includes optimizing the speed, quality,
and cost-effectiveness of IT delivery to
achieve business value and ensuring
financial sustainability to facilitate
effective USPTO operations. Before
issuing this Final Rule, the Office
considered and analyzed all comments,
advice, and recommendations received
from the public during the 60-day
comment period. The Office’s response
to comments received is available in
Part VI: Discussion of Comments.

During a formal process closely tied to
the annual budget process, the USPTO
reviewed and analyzed the overall
balance between the Office’s estimated
revenue and costs over the next five
years (based on the assumptions and
estimates found in the FY 2021 Budget)
and also reviewed individual fee
changes and new fee proposals to assess
their alignment with the Office’s
strategic goals and fee structure
philosophy, both of which aim to
provide sufficient financial resources to
facilitate the effective administration of
patent operations. Specifically, the
Office assessed how well each proposal
aligned with four key fee setting policy
factors: Promote innovation strategies,
align fees with the full cost of products
and services, set fees to facilitate the
effective administration of the patent
system, and offer processing options for
applicants.

This Final Rule sets or adjusts 296
patent fees for large, small, and micro
entities (any reference herein to “large
entity” includes all entities other than
those that have established entitlement
to either a small or micro entity fee
discount). The fee rates for small and
micro entities are tiered, with small
entities receiving a 50 percent discount
on certain patent fees and micro entities
receiving a 75 percent discount. Small
entity fee eligibility is based on the size
or certain non-profit status of the
applicant’s business and that of any
other party holding rights to the
invention. Micro entity fee eligibility is
described in section 10(g) of the AIA.
The Office is also introducing five new
fees and discontinuing four fees.

Overall, the routine fees to obtain a
patent (i.e., filing, search, examination,
and issue fees) will increase under this
Final Rule, relative to the current fee
schedule, in order to ensure financial
sustainability and accommodate
increases needed to improve the
predictability and reliability of patent IP

protection. Applicants who meet the
definition for small or micro entity
discounts will continue to pay a
reduced fee for the fees eligible for a
discount under section 10(b) of the AIA.
Additional information describing the
fee adjustments is included in Part V:
Individual Fee Rationale in this
rulemaking and in the “Table of Patent
Fees: Current, Final Patent Fee
Schedule, and Unit Cost” (hereinafter
“Table of Patent Fees”’) available at
https://www.uspto.gov/FeeSetting
AndAdjusting.

As background, section 10 of the AIA
changed the Office’s fee setting model
and authorized the USPTO to set or
adjust patent fees within the regulatory
process. Section 10 better equips the
Office to respond to changing
circumstances. In Fiscal Year (FY) 2013
and FY 2018, the USPTO used the AIA’s
fee setting authority to achieve key fee
setting policy factors—to promote
innovation strategies, align fees with the
full cost of products and services, set
fees to facilitate the effective
administration of the patent system, and
offer patent processing options for
applicants—and to generate sufficient
resources needed to meet the Office’s
strategic patent priorities. With the
additional fees collected as a result of
the January 2013 Setting and Adjusting
Patent Fees Final Rule (hereinafter ‘“‘the
January 2013 Final Rule”) (78 FR 4212)
and the January 2018 Setting and
Adjusting Patent Fees in Fiscal Year
2017 Final Rule (hereinafter ““the
January 2018 Final Rule”) (82 FR
52780), the Office made considerable
progress in reducing the patent
application backlog and pendency.

Since the development of the USPTO
fee schedule currently in effect, there
have been changes to a number of the
assumptions on which the cost and
revenue projections supporting that
rulemaking were based. Notably, since
the January 2018 Final Rule was
published, the USPTO’s projected
patent examination costs have
increased, and (b) fee collections have
been lower than anticipated due to a
later than planned implementation of
the January 2018 Final Rule. The higher
fees set or adjusted in this rulemaking
are needed as the Office continues its
efforts towards accomplishing its
mission and responding to the demands
of both the domestic and international
economies for robust and timely IP
products and services. The USPTO must
continually reinforce the predictability,
reliability, and quality of those IP rights.
Doing so fosters the utmost confidence
in the legal durability of the USPTO’s
products and inspires greater innovation
and further economic growth.

The Office’s strategic goal to optimize
patent quality and timeliness recognizes
the importance of innovation as the
foundation of American economic
growth and national competitiveness.
Through this goal, the Office diligently
works to balance timely examination
with improvements in patent quality,
particularly the reliability of issued
patents. One of these improvements was
a comprehensive analysis of
examination time, known as the
examiner time analysis (ETA). The last
comprehensive review of examination
time was completed over 40 years ago.
Since then, significant changes to the
examination process have occurred,
including the emergence of new, more
complex technologies, an increase in
available prior art that must be
searched, the impact of new electronic
tools on the examination process, the
challenges of transitioning to a new
patent classification system, and
changes in the legal landscape. As the
USPTO plans for the future, the Office
considers how changes such as these
impact the amount of time it takes to
examine an application.

The USPTO is also working towards
improving patent quality by providing
increased clarity on patentable subject
matter eligibility under 35 U.S.C. 101.
The Office continues to strive to create
consistency and increased clarity
through this guidance. The Office is also
focusing efforts on improving the initial
search and availability of the best prior
art to examiners. This aspect takes a
variety of forms, and the Office is
working on many possible approaches.
Overall, presenting more comprehensive
search results to the examiners initially
will lead to more efficient examination,
a decrease in the information gap
between the examination phase and any
potential later challenge or litigation
phases during the life of a patent, and
an increase in the reliability of the
patent grant overall. Effecting the
changes in the examination process
needed to ensure the issuance of reliable
patents, while also issuing those patents
in a timely manner, means recognizing
a potential increase in the core
operating costs for future years.

Another major component of the
overall patent process is the work
carried out by the PTAB. On April 24,
2018, the U.S. Supreme Court issued its
decision in SAS Institute Inc. v. Iancu,
138 S. Ct. 1348 (2018). Changes related
to the SAS decision, along with the
implementation of other improvements,
have increased the average cost to
conduct each proceeding. These
changes are discussed in detail in Part
V: Individual Fee Rationale.
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In addition, as a production-oriented
entity, the USPTO relies on IT as a
mission-critical enabler for every aspect
of its operation. The quality, efficiency,
and productivity of patent operations
correlate to the performance of the
USPTO’s IT systems. To accomplish its
performance-based strategies, the
USPTO continuously engages in multi-
year efforts to stabilize and upgrade its
business systems and the IT
infrastructure supporting those systems
in order to keep pace with emerging
business, legislative, and court needs
and technology standards. Since the last
patent fee setting effort, the USPTO has
made significant progress on IT tools,
including continued development and
implementation of the Patent End-to-
End (PE2E) IT capability. For example,
the Office continues to work on
releasing systems such as Patent Center
which will modernize the transaction
systems by combining EFS Web and
Patent Application Information
Retrieval (PAIR) in a single interface.
The Office has also made progress on
the continued development and
deployment of the PTAB End-to-End
(PTAB E2E) IT capabilities, which will
expand the use of intelligent data to
support appeal decisions and process
inter partes review (IPR) proceedings,
post-grant review (PGR) proceedings,
covered business method review (CBM)
proceedings, and derivation (DER)
proceedings. Other IT efforts are
underway to stabilize, modernize, or
replace the USPTO’s legacy systems and
aging infrastructure. To this end, in FY
2019, the USPTO performed an
assessment of its IT systems,
infrastructure, and processes and began
stabilizing and modernizing IT. One of
the first improvements was to move the
critical Patent Application Location
Monitoring (PALM) system from an
aging server to new servers that are at
least 10 times more reliable, 100 times
faster, and use less than half of the
power consumed by the prior server.

The FY 2021 Budget does not
anticipate that investments in IT
modernization and stabilization costs
will increase beyond levels previously
foreseen. However, given the
assumptions and estimates of revenue
and spending found in the FY 2021
Budget, this fee increase is needed to
support continuing IT investments at
previously planned levels. Without an
increase in the USPTQ’s aggregate
revenue, resources available for IT
investment will inevitably be curtailed.

Lastly, the USPTO has taken steps to
establish and maintain operating
reserves to facilitate execution of multi-
year plans. Using fee setting authority
and other tools, the USPTO

continuously refines its multi-year
planning and budgeting. The fee setting
authority prescribed in the AIA, as
amended by the SUCCESS Act, allows
the Office to effectively engage the
stakeholder community on fee
adjustments; fully recover the aggregate
costs of its planned operations,
including the development and
maintenance of sufficient operating
reserves; invest in strategic agency
initiatives; and respond to changing
market needs and other external factors.

Research has shown that large fee-
funded, business-like agencies without
an operating reserve are at risk of cash
flow stress. The USPTO’s operating
reserves enable the Office to mitigate
this risk. For instance, in FY 2019,
certain federal government departments
and agencies, including the Department
of Commerce, shut down as a result of
a lapse in appropriations. The USPTO
was able to remain open using funds
available from the operating reserves.
This allowed the USPTO to continue
operations, thus preventing a significant
degradation in service levels, such as
patent pendency time frames. This
example provides an ongoing,
compelling case for the operating
reserves’ significant value. Both external
factors and internal decisions impacting
the spending and revenue projections
mentioned above have affected the
Office’s ability to grow the operating
reserve to the levels anticipated in the
January 2018 Final Rule. The USPTO
assesses risk annually and determines
the minimum level of reserves necessary
to shield core operations against known
financial risks. The Office also
establishes optimal operating reserve
targets, which are reviewed at least
biennially, based on an assessment of
the likelihood and severity of an array
of risks. Based on the cost and revenue
assumptions found in the FY 2021
Budget, the USPTO’s patent operating
reserve is projected to remain above the
minimum level and gradually build
toward the optimal level, due to the
impact of this Final Rule. Absent this
fee increase, the USPTO’s patent
operating reserve will fall below the
minimum level in FY 2021 and be
exhausted by the end of FY 2022, which
will leave the Office vulnerable to
changes in the economy that reduce
annual revenue, government-wide fiscal
events, unexpected cost increases, and a
number of other financial risks.

The USPTO also acutely recognizes
that fees cannot simply increase for
every improvement the Office deems
desirable. The USPTO has a
responsibility to stakeholders to pursue
strategic opportunities for improvement
in an efficient, cost-conscious manner.

The Office’s financial advisory board
(FAB) focuses on financial risk
management and determining what
expenses are truly necessary. Each year
the FAB reviews multiple scenarios to
determine what level of fee collections
are expected and what the hiring and
spending levels should be in order to
effectively carry out the Office’s
mission. The FAB also regularly reviews
USPTO activities to identify
opportunities for cost savings and
resources that can be redirected to
higher-priority efforts. As a result of the
USPTO’s careful financial management
and prudent use of fee setting authority,
Congress recognized the Office as a good
steward of fee setting authority and
extended that authority through the
SUCCESS Act.

In order to continue building on the
progress made over the past several
years, and consistent with the USPTO’s
biennial fee review policy, the final
patent fee schedule detailed herein
continues to focus on the fundamental
purpose of the USPTO, which is to
foster innovation, competitiveness, and
job growth by recognizing and securing
IP rights through the delivery of high-
quality and timely patent examination
and review proceedings in order to
produce reliable and predictable IP
rights. This Final Rule seeks to provide
the USPTO sufficient financial
resources to facilitate the effective
administration of the U.S. IP system.
This Final Rule includes targeted fee
adjustments, and an approximately 5
percent across-the-board adjustment to
all patent fees that are not covered by
the targeted adjustments or that are
discontinued. This Final Rule is needed
because critical costs to the Office
continue to increase. Based on the
assumptions and estimates found in the
FY 2021 Budget, the fees set forth in this
Final Rule will help replenish and grow
the patent operating reserve and
maintain the USPTO’s finances,
enabling the Office to deliver reliable
and predictable service levels, even in
times of financial fluctuations. A more
robust patent operating reserve will also
position the Office to identify and
continue to undertake capital
improvements, such as adapting to an
ever-increasing technological future.
The operating reserve will be managed
carefully; if the projected operating
reserve were to exceed the targeted
optimal level by 10 percent for two
consecutive years, it is USPTO policy to
examine the contributing factors and
determine whether it would be
advisable to lower fee rates. The fees set
or adjusted in this Final Rule intend to
position the Office well to deliver on
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known commitments and address
unknown risks in the future.

C. Summary of Costs and Benefits of
This Action

This Final Rule is economically
significant and results in a need for a
Regulatory Impact Analysis (RIA) under
Executive Order 12866 (Regulatory
Planning and Review) (Sept. 30, 1993).
The Office prepared a RIA to analyze
the costs and benefits of the Final Rule
over a five-year period, FY 2020-FY
2024. The RIA includes an analysis of
four alternatives and shows how well
they aligned with the Office’s
rulemaking strategies and goals, which
include strategic priorities (goals,
objectives, and initiatives) from the
Strategic Plan and the Office’s fee
setting policy factors. From this
conceptual framework, the Office
assessed the absolute and relative
qualitative costs and benefits of each
alternative. Consistent with the Office of
Management and Budget (OMB)
Circular A—4, “Regulatory Analysis,”
this rule involves a transfer payment
from one group to another. The Office
recognizes that it is very difficult to
precisely monetize and quantify social
costs and benefits resulting from
deadweight loss of a transfer rule such
as this Final Rule. The costs and
benefits that the Office identifies and
analyzes in the RIA are strictly
qualitative. Qualitative costs and
benefits have effects that are difficult to
express in either dollar or numerical
values. Monetized costs and benefits, on
the other hand, have effects that can be
expressed in dollar values. The Office
did not identify any monetized costs
and benefits of this Final Rule but found
that this Final Rule has significant
qualitative benefits with no identified
costs.

The qualitative costs and benefits that
the RIA assesses are: (1) Fee schedule
design—a measure of how well the fee
schedule aligns with the key fee setting
policy factors; and (2) securing aggregate
revenue to recover aggregate cost—a
measure of whether the alternative
provides adequate revenue to support
the core mission and strategic priorities
based on assumptions and estimates
found in the FY 2021 Budget and
described in the Final Rule, Strategic
Plan, and FY 2021 Budget. Based on the
costs and benefits identified and
analyzed in the RIA, the fee schedule
detailed in this Final Rule offers the
highest net benefits. As described
throughout this document, the final
patent fee schedule maintains the
existing balance of below-cost entry fees
(e.g., filing, search, and examination)
and above-cost maintenance fees as one

approach to foster innovation. Further,
as detailed in Part V: Individual Fee
Rationale, the fee changes are targeted
in support of one or more fee setting
policy factors. Lastly, this Final Rule
secures the aggregate revenue needed to
achieve the strategic priorities
encompassed in the rulemaking goals
and strategies (see Part III: Rulemaking
Goals and Strategies). The final patent
fee schedule allows for optimizing
patent quality and timeliness. This
significantly increases the value of
patents by advancing commercialization
of new technologies sooner and
reducing uncertainty regarding the
scope of patent rights, which fosters
innovation and has a positive effect on
economic growth. The RIA explains the
results in more detail at https://
www.uspto.gov/FeeSetting
AndAdjusting.

II. Legal Framework

A. Leahy-Smith America Invents Act—
Section 10

The Leahy-Smith America Invents Act
was enacted into law on September 16,
2011. See Public Law 112-29, 125 Stat.
284. Section 10(a) of the Act authorizes
the director of the Office to set or adjust
by rule any patent fee established,
authorized, or charged under title 35,
U.S.C., for any services performed by, or
materials furnished by, the Office. Fees
under title 35 of the U.S.C. may be set
or adjusted only to recover the aggregate
estimated cost to the Office for
processing, activities, services, and
materials related to patents, including
administrative costs to the Office with
respect to such patent operations. See
125 Stat. at 316. Provided that the fees
in the aggregate achieve overall
aggregate cost recovery, the director may
set individual fees under section 10 at,
below, or above their respective cost.
Section 10(e) of the Act requires the
director to publish the final fee rule in
the Federal Register and the Official
Gazette of the USPTO at least 45 days
before the final fees become effective.
Section 10(i) terminates the director’s
authority to set or adjust any fee under
section 10(a) upon the expiration of the
seven-year period that began on
September 16, 2011.

B. The Study of Underrepresented
Classes Chasing Engineering and
Science Success Act of 2018

The Study of Underrepresented
Classes Chasing Engineering and
Science Success Act of 2018 (SUCCESS
Act), was enacted into law on October
31, 2018. See Public Law 115-273, 132
Stat. 4158. Section 4 of the SUCCESS
Act amended section 10(i)(2) of the AIA

by striking ““7-year” and inserting “15-
year” in reference to the expiration of
fee setting authority. Therefore, the
updated section 10(i) of the AIA, as
amended, terminates the director’s
authority to set or adjust any fee under
section 10(a) upon the expiration of the
15-year period that began on September
16, 2011, and ends on September 16,
2026.

C. Small Entity Fee Reduction

Section 10(b) of the AIA requires the
Office to reduce by 50 percent the fees
for small entities that are set or adjusted
under section 10(a) for filing, searching,
examining, issuing, appealing, and
maintaining patent applications and
patents.

D. Micro Entity Fee Reduction

Section 10(g) of the AIA amended 35
U.S.C. ch. 11 by adding section 123
concerning micro entities. The Act
provides that the Office must reduce by
75 percent the fees for micro entities for
filing, searching, examining, issuing,
appealing, and maintaining patent
applications and patents. Micro entity
fees were implemented through the
January 2013 Final Rule, and the Office
will maintain this 75 percent micro
entity discount for the appropriate fees
and will implement micro entity fees for
additional services as appropriate.

E. Patent Public Advisory Committee
Role

The Secretary of Commerce
established the PPAC under the
American Inventors Protection Act of
1999. 35 U.S.C. 5. The PPAC advises the
Under Secretary of Commerce for
Intellectual Property and Director of the
USPTO on the management, policies,
goals, performance, budget, and user
fees of patent operations.

When adopting fees under section 10
of the Act, the director must provide the
PPAC with the proposed fees at least 45
days prior to publishing the proposed
fees in the Federal Register. The PPAC
then has at least 30 days within which
to deliberate, consider, and comment on
the proposal, as well as hold public
hearing(s) on the proposed fees. The
PPAC must make available to the public
a written report of the comments,
advice, and recommendations of the
committee regarding the proposed fees
before the Office issues any final fees.
The Office considers and analyzes any
comments, advice, or recommendations
received from the PPAC before finally
setting or adjusting fees.

Consistent with this framework, on
August 8, 2018, the director notified the
PPAC of the Office’s intent to set or
adjust patent fees and submitted a
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preliminary patent fee proposal with
supporting materials. The preliminary
patent fee proposal and associated
materials are available at https://
www.uspto.gov/FeeSetting
AndAdjusting. The PPAC held a public
hearing in Alexandria, Virginia, on
September 6, 2018. Transcripts of the
hearing are available for review at
https://www.uspto.gov/sites/default/
files/documents/PPAC_Hearing
Transcript_20180906.pdf. Members of
the public were invited to the hearing
and given the opportunity to submit
written and/or oral testimony for the
PPAC to consider. The PPAC considered
such public comments from this hearing
and made all comments available to the
public via the Fee Setting and Adjusting
section of the USPTO website, https://
www.uspto.gov/FeeSetting
AndAdjusting. The PPAC also provided
a written report setting forth in detail
the comments, advice, and
recommendations of the committee
regarding the preliminary proposed fees.
The report regarding the preliminary
proposed fees was released on October
29, 2018, and can be found online at
https://www.uspto.gov/sites/default/
files/documents/PPAC_Fee_Setting
Report_Oct2018_1.pdyf.

The Office considered and analyzed
all comments, advice, and
recommendations received from the
PPAC before publishing the notice of
proposed rulemaking (NPRM) Setting
and Adjusting Patent Fees during Fiscal
Year 2020. The NPRM and associated
materials are available at https://
www.uspto.gov/FeeSetting
AndAdjusting. Likewise, before issuing
this Final Rule, the Office considered
and analyzed all comments, advice, and
recommendations received from the
public during the 60-day comment
period. The Office’s response to
comments received is available in Part
VI: Discussion of Comments.

III. Rulemaking Goals and Strategies

A. Fee Setting Strategy

The overall strategy of this Final Rule
is to establish a fee schedule that
generates sufficient multi-year revenue
to recover the aggregate cost of
maintaining USPTO patent-related
operations and accomplishing the
USPTO’s patent-related strategic goals
in accordance with the authority
granted to the USPTO by AIA section
10, as amended by the SUCCESS Act.
The overriding principles behind this
strategy are to operate within a
sustainable funding model to avoid
disruptions caused by fluctuations in
financial operations and to enable the
USPTO to continue strategic

improvements, such as optimizing
patent application pendency; issuing
highly reliable patents; fostering
innovation through business
effectiveness; enhancing operations of
the PTAB; and optimizing the speed,
quality, and cost effectiveness of
information technology delivery to
achieve business value.

In addition to the overriding
principles outlined above, as discussed
earlier in this document the Office
assesses its alignment with the four key
fee setting policy factors: (1) Promoting
innovation strategies, (2) aligning fees
with the full cost of products and
services, (3) facilitating the effective
administration of the U.S. patent
system, and (4) offering patent
processing options to applicants. Each
factor promotes a particular aspect of
the U.S. patent system. Promoting
innovation strategies seeks to ensure
barriers to entry into the U.S. patent
system remain low, and innovation is
incentivized by granting inventors
certain short-term exclusive rights to
stimulate additional inventive activity.
Aligning fees with the full cost of
products and services recognizes that as
a fully fee-funded entity, the Office
must account for all of its costs, even as
it elects to set certain fees below, at, or
above cost. This factor also recognizes
that some applicants may use particular
services in a much more costly manner
than other applicants (e.g., patent
applications cost more to process when
more claims are filed). Facilitating
effective administration of the patent
system seeks to encourage patent
prosecution strategies that promote
efficient patent prosecution, resulting in
compact prosecution and a reduction in
the time it takes to obtain a patent.
Finally, the Office recognizes that patent
prosecution is not a one-size-fits-all
process; therefore, where feasible, the
Office endeavors to fulfill its fourth
policy factor of offering patent
processing options to applicants.

B. Fee Setting Considerations

The balance of this sub-section
presents the specific fee setting
considerations the Office reviewed in
developing the final patent fee schedule.
Specific considerations are: (1)
Historical costs of patent operations and
investments to date in meeting the
Office’s strategic goals; (2) the balance
between projected costs to meet the
Office’s operational needs and strategic
goals and the projected future year fee
collections; (3) fee schedule design; (4)
sustainable funding; and (5) the
comments, advice, and
recommendations offered by the PPAC
on the Office’s initial fee setting

proposal and the public comments
received in response to the July 2019
NPRM. The Office carefully considered
the comments, advice, and
recommendations offered by the PPAC
and public. Collectively, these
considerations informed the Office’s
chosen rulemaking strategy.

(1) Historical Cost. To ascertain how
to best align fees with the full cost of
products and services, the Office
considers unit cost data provided by the
USPTO’s activity based information
(ABI) program. Using historical cost
data and forecasted application
demands, the Office can align fees with
the costs of specific patent products and
services. The document entitled
“Setting and Adjusting Patent Fees
during Fiscal Year 2020—Activity Based
Information and Patent Fee Unit
Expense Methodology,” available at
https://www.uspto.gov/FeeSetting
AndAdjusting, provides details on the
Office’s costing methodology in
addition to four years of historical cost
data. Part IV of this Final Rule details
the Office’s methodology for
establishing fees. Additionally, Part V
describes the reasoning for setting some
fees at cost, below cost, or above cost
such that the Office recovers the
aggregate cost of providing services
through fees.

(2) Projected Costs and Revenue. In
developing this Final Rule, the USPTO
considered estimates of future year
workload demands, fee collections, and
costs to maintain core USPTO
operations and meet the Office’s
strategic goals, all of which can be
found in the FY 2021 Budget. The FY
2021 Budget and the Strategic Plan
highlight the priorities of: optimizing
patent application pendency; issui